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4.5      Rate Analysis 
 
Rate analysis is accomplished by translating the cost of service into a cash flow 
demand, taking into consideration other revenues that may be utilized to address the 
program and increased demand for cash to address bad debt, cash reserves, bond 
sales expenses, offsets and credits.  In addition, the unit for billing the service fee has to 
be established so a “fee due” can be calculated for each property.  To define a fee for 
the recommended program of services over the five year planning period, the consultant 
utilized the data analysis completed in 1997, making the assumption that the “average” 
imperviousness by land use category (i.e., commercial, industrial, single family 
residential, townhomes, apartments, condos) is consistent over time.  The current real 
estate database provides the information necessary for determining the number of 
parcels per land use (in 2004).  
 
The average imperviousness for single family residential property utilized in the analysis 
is 3398 square feet.  This is used as the rate unit for analysis of billing units for all other 
property land use categories.  The total number of billing units is 442,669 and is 
distributed as follows: 
 
 
  
 
  
 
 
 
 
 
 
 
 
 
 

Properties owned by all governments has been excluded from this calculation including 
properties owned by the Fairfax School Board and the Fairfax Park Authority based on 
the enabling legislation for user-fee development.  This is a conservative estimate for 
use in the rate analysis and results in an under-estimate the total billing units because 
the necessary data for an exact analysis from current conditions is not available.  
 
Financial Factors Utilized in the Cash Flow Analysis: 
 

• Interest earnings –  2 percent of annual cash flow 
• Bad debt – 1 percent of annual cash generated by the fee 
• Pro Rata appropriated funds –  set at $5,400,000 annually 
• Operating reserves – 10 percent of operational expense only 
• Inflation rate on operating costs –  3 percent annually 
• Credits –  2 percent of cash generated annually 

 
Land Use 

Number of Billing 
Units 

Percent of 
Total Units 

Single Family Residential 172,339 39% 
Multifamily Housing  
      Apartments 12,175 3% 
      Townhomes 43,038 10% 
      Condos 9,812 2.5% 
      Mobile Homes 1,569 0.5% 
Commercial 156,132 34% 
Industrial 6,691 2% 
Institutional 40,913 9.5% 
          Total Billing Units 442,669  
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• Growth rate for billing units –  2 percent annually 
  
Cash Flow Analysis 
 
The following table summarizes the cash flow analysis using the financial factors 
outlined above and based on the following assumptions: 
 

• The rate will remain constant for two fiscal years, with adjustments in rates in FY 
2009 and FY 2011. 

• An update of the rate model will occur in FY 2010 to validate the program 
assumptions and to project the cash demands for the next five year period. 

 
Rate per Billing Unit  

Fiscal Year Monthly Annually 
2007 6.46 77.52 
2008 6.46 77.52 
2009 7.40 88.80 
2010 7.40 88.80 
2011 7.95 95.40 

 
Cash Flow Analysis 

 




